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PART A - GENERAL INFORMATION

1. 	DEFINITION OF TERMS


	1.1 
	 Bid
	means a Bidder’s response to this RFQ

	1.2 
	 Bidder
	means the entity responding to this Request for Quotation.

	1.3 
	Bidder’s Representative
	means the Bidder’s representative who will coordinate all communications with the Council’s Representative in relation to this Request for Quotation.

	1.4 
	Council
	Means Cherwell District Council

	1.5 
	Council’s Representative
	means Stephen King the Council’s representative who will coordinate all communications with the Bidder in relation to this Request for Quotation.

	1.6 
	Portal
	means the e-tendering system accessed via the South East Business Portal.

	1.7 
	 Request for Quotation
(RFQ)
	 means this document and all its appendices which have been sent to all Bidders.

	1.8 
	Services
	means the goods, works and/or services sought by the Council in accordance with the provisions of this Request for Quotation.

	1.9 
	Specification
	means the description of the Services contained in Appendix 1 to this Request for Quotation.




2. 	BACKGROUND TO THE PROCUREMENT

2.1	Cherwell District Council is commissioning consultants to undertake a Health Impact Assessment (HIA) report to accompany the Cherwell Local Plan Review 2040. 

	The Cherwell Local Plan 2011-2031 was adopted by the Council on 20 July 2015. The Plan provides the strategic planning policy framework for the District to 2031.  

	The Oxfordshire Plan will provide the strategic planning framework and evidence base to support sustainable growth across the County to 2050. It will set out the overall development requirement and identify broad areas for growth across the County. The district-wide Cherwell Local Plan Review will then establish detailed planning policies and site allocations. As work progresses on the strategic and local plans the scope of the Oxfordshire Plan may be refined.
 
2.2	Bidders are invited to quote for the provision of the Services described at Appendix 1 Specification for a term of 18 months with an option for the Council to extend for up to 6 months, anticipated to commence on 15th November 2021.


3. 	INSTRUCTONS FOR COMPLETION AND RETURN OF RFQ

3.1 Please use the question and answer section of the Portal from where you downloaded this document to ask any question(s) regarding this document and/or the RFQ process.

3.2 The documentation to be returned to the Council is listed as Sections A, B, C, D and E of this RFQ. Failure to submit all documentation may result in your Bid being discounted.

3.3 Additional attachments should be clearly labelled in relation to the Section and question. In addition, please indicate under the relevant question that this has been done.

3.4 Bids must be in English.

3.5 If you reproduce the RFQ, the paragraph numbering, content or wording of the questions must not be changed in any way.

3.6 Where a question is not relevant to your organisation, you should respond “Not Applicable”.

3.7 Please do not supply general marketing, promotional or similar material in response to a question, unless such material is specifically requested, or the material supplied is particularly relevant to the question. In either event, the material should be marked clearly to show your name, the number of the question to which it relates and, if appropriate, the page number or the section of the material which is relevant.

3.8 The Council may require you to clarify any part of your Bid or to supply additional information if it considers this appropriate.

3.9 Where this RFQ refers to UK legislation, qualifications, codes or similar matters you should, if you are established outside the UK, base your response on the equivalent legislation, qualifications or codes that apply in the relevant domestic jurisdiction.

3.10 If you are a member of a group of companies (e.g. sister organisation, subsidiary etc.), the Bid should be completed on behalf of your organisation only and not on behalf of the group as a whole (except where group information is specifically requested).

3.11 The Council will not accept a Bidder’s terms of business in lieu of or in addition to the conditions included at Appendix 2. By submitting a Bid, Bidders are agreeing to be bound by the conditions at Appendix 2 without further negotiation or amendment should their Bid be accepted, unless changes are agreed by the Council and such changes notified to all Bidders prior to Bid submission.

3.12 Please return an electronic copy of your Bid including any supporting material via the Portal from where you downloaded this RFQ. Please allow sufficient time to upload all documents to the Portal before the deadline.

3.13 Failure to submit your Bid by the closing time and date may result in your Bid not being evaluated.

3.14 Bids must remain valid and open for acceptance for three months from the closing date for return of the RFQ.


4. 	AWARD CRITERIA

4.1 	Each Bid received will be evaluated against a range of scored and mandatory
	criteria. 

4.2   Phase 1
Each Bid will be evaluated against a range of mandatory criteria as set out in Table 1: 

Table 1 Scored criteria for this RFQ and respective weightings:

	Question ID
	Question
	Weighting %

	A1
	Bidder Information
	Information Only

	A2
	Mandatory Rejection Criteria
	Pass/Fail

	A3
	Discretionary Rejection Criteria
	Pass/Fail

	A4.1
	Insurance
	Pass/Fail

	A4.2
	Equality & Diversity
	Pass/Fail

	A4.3
	Safeguarding
	N/A

	A4.4
	Health & Safety
	N/A

	A4.5
	Data Protection/GDPR
	Pass/Fail

	A4.6
	Environmental Management
	Pass/Fail

	A5
	Technical Ability
	Information only

	
	
	



Where a Bidder answers Yes to questions 4.2.2, 4.3.2, 4.4.4, 4.5.3 and 4.6.1, a Pass will be subject to evidence of investigation and/or corrective action implemented to satisfaction of the Council officers.

4.3   Phase 2
	Bidders must pass Phase 1 for their Bid to be evaluated at Phase 2.

        The scored criteria using the mechanism for scoring set out in Tables 2 and 3
        Respectively and the mechanism for scoring Price set out in Table 4.

Table 2 Scored criteria for this RFQ and respective weightings:

	Criteria
	Weighting (%)
	Sub-Criteria
	Weighting (%)

	Quality
	60%
	MS1: Method Statement
	40%

	
	
	MS2: Operational Delivery
	20%

	Price
	40%
	Price Breakdown
	40%




Table 2a Quality Sub-Criteria 

	
[bookmark: _Hlk68591392]Quality Sub-Criteria

	Weighting
60%

	MS 1
	Local planning context relevant to Cherwell
	10%

	
	Methodology, deliverables and timescales
	25%

	
	Programme & Project Management
	5%

	
	Operational Delivery
	

	MS2

	Staff resources and technical skills 
	10%

	
	· Experience of similar work 
· Conflict of interest.

	10%



Please note that if there are any mandatory requirements in the Specification which are not met, the Council will treat your Bid as non-compliant.

Table 3 Scoring mechanism for the scored criteria of this RFQ:

	Comment  
	Judgement  
	Marks available 

	Clear, relevant and well detailed response that addresses all the requirements and provides the evaluator with confidence that the service will be provided to an excellent standard.  Demonstrates in detail how all the relevant requirements of the specification will be met.
	Excellent  
	5 

	Clear and relevant response that addresses all the requirements and provides the evaluator with confidence that the service will be provided to a good standard.  Demonstrates how all or most of the relevant requirements of the specification will be met.  The information may lack relevant detail in areas, but this does not cause the evaluator concern over the future delivery of services.
	Good 
	4 

	Response addresses all or most of the requirements and provides the evaluator with confidence that the service will be provided to an acceptable standard. Demonstrates how all or most of the relevant requirements of the specification will be met.  However, the information lacks some relevant detail and/or raises issues which causes the evaluator minor concern over the future delivery of services.
	Satisfactory  
	3 

	Response addresses all or some of the requirements but does not provide the evaluator with confidence that the service will be provided to an acceptable standard. Demonstrates how all or most of the relevant requirements of the specification will be met. However, the information is lacking relevant detail and/ or raises issues which gives the evaluator more than minor concern over the future delivery of the services.
	Unsatisfactory 
	2 

	Response addresses all or some of the requirements but does not provide the evaluator with confidence that the service will be provided to an acceptable standard.  Fails to demonstrate how most of the relevant requirements of the specification will be met.
	Poor  
	1 

	Response does not address any of the requirements. Response fails to provide the evaluator with confidence that the service will be provided to an acceptable standard.  Does not demonstrate how any of the relevant requirements of the specification will be met.
	Failed  
	0



	
Each Bid will be scored using the scoring matrix set out in Table [3]. The evaluation team will agree a consensus position on the scoring for each question/method statement. A moderator will record the evaluation scores and the rationale for the score.


Table 4 Scoring mechanism for Price

      Bidders’ price scores will be calculated based upon the lowest price submitted by Bidders.

The Bidder with the lowest price will be awarded the full score of 40%, with the remaining Bidders gaining a pro-rated score in relation to how much higher their prices are when compared to the lowest price.

In the example below price is weighted as 60%:
	Bidder
	Price
	(price - lowest price) / lowest price = % above lowest price
	100% - % above lowest price
	Score
Maximum points x (100% - % above lowest price)

	1
	£100
	(£100 - £100) / £100 = 0.00%
	100% - 0.00% = 100.00%
	60 x 100% = 60.00

	2
	£125
	(£125 - £100) / £100 = 25.00%
	100% - 25.00% = 75.00%
	60 x 75% = 45.00

	3
	£150
	(£150 - £100) / £100 = 50.00%
	100% - 50.00% = 50.00%
	60 x 50% = 30.00

	4
	£175
	(£175 - £100) / £100 = 75.00%
	100% - 75.00% = 25.00%
	60 x 25% = 15.00

	5
	£200
	(£200 - £100) / £100 = 100.00%
	100% - 100.00% = 0.00%
	60 x 0% = 0.00



Please note that no bidder will receive a minus score, so if the calculation does result in a minus score for price, a 0 will automatically be awarded.


4.4   Phase 3
The Bidder identified as the Most Economically Advantageous Bid will be      evaluated at Phase 3.
	
The Council will carry out assessment using three ratings models available via Procurement Catalyst. The potential service provider will be classified as financially stable if a pass rating is achieved on two or more of the models. The minimum pass ratings for each model is outlined in Table 5:

Table 5 Scoring mechanism for Financial Standing

	[bookmark: OLE_LINK1]Assessment
	Minimum Pass Threshold

	ModeFinance – MORE Credit Risk
	B

	Zanders – FALCON Global Credit Risk
	4

	VADIS – VadRisk
	6



Minimum Turnover


4.4	The Council reserves the right to:

4.4.1 	waive or change the requirements of this RFQ from time to time without prior (or any) notice;

4.4.2	withdraw this RFQ at any time, or to re-invite Bids on the same or any alternative basis;

4.4.3	choose not to award any contract as a result of the current procurement process, or to award the contract in part.

4.5	The Council will not be liable for any bid costs, expenditure, work or effort incurred by a Bidder in proceeding with or participating in this RFQ process including if the process is terminated or amended by the Council.


5.	ADDITIONAL INFORMATION

[bookmark: _Toc358103390]5.1 Freedom of Information

5.1.1	All information provided by you in your response to this RFQ will remain confidential and will not be disclosed to any other party except where required for official audit purposes or to the extent that the Council considers that disclosure is required pursuant to the Freedom of Information Act 2000 or any other applicable legislation, legal requirement or code of practice.

[bookmark: _Toc358103391]5.2 Confidentiality

5.2.1 By receiving this RFQ you agree to keep confidential the information contained in the RFQ or made available in connection with further enquiries and questions. Such information may be made available to your employees and professional advisers for the purpose only of responding to this RFQ.

[bookmark: _Toc358103392]5.3 Material Changes

5.3.1 At any time before the award of the contract, the Council reserves the right to disqualify any organisation whose circumstances change to the extent that it ceases to meet the selection criteria or makes a material change in respect of its Bid unless substantial justification can be provided to the satisfaction of the Council.  Where a Bidder becomes aware after having submitted a Bid of a change in circumstances or information supplied, it should notify the Council of this as soon as possible.

5.4 [bookmark: _Hlk69049222] Armed Forces Covenant 

5.4.1	The council is committed to the Armed Forces Covenant and encourages its Providers and Contractors to also add their support. Sign up is not mandatory and does not form part of evaluation. Information can be accessed via: 
https://www.gov.uk/government/collections/armed-forces-covenant-supporting-information












6.	INDICATIVE RFQ TIMETABLE

The deadline for the return of the RFQ is as set out here unless otherwise notified by the Council. All other dates are indicative only and subject to change.

	Activity
	Date

	Advert placed on e-tendering Portal
	12th  October 2021

	Final date for submission of RFQ questions
	18th  October 2021

	Time period in which questions will be answered
	24 hours

	RFQ closing time and date
	12 noon 25th October 2021

	Clarification Interview (if required)
	W/B 1st November 2021

	Notification of award outcome to Bidders
	5th November 2021

	Contract start date
	15 November 2021



Appendix 1 - Specification

INTRODUCTION
Cherwell District Council is commissioning consultants to undertake a Health Impact Assessment (HIA) report to accompany the Cherwell Local Plan Review 2040. 
The Council is inviting quotations for undertaking this work. This brief provides the Council’s statement of requirements and indicative timetable for the preparation of the Cherwell Local Plan Review. 
BACKGROUND
[bookmark: _Hlk57350024]The Cherwell Local Plan 2011-2031 was adopted by the Council on 20 July 2015. The Plan provides the strategic planning policy framework for the District to 2031.  The Plan’s commitment in paragraph B.95 to address Cherwell’s apportionment of Oxford’s unmet housing needs has been fulfilled with the adoption of the Cherwell Local Plan Partial Review on 7 September 2020. 
In its September 2021 Local Development Scheme (LDS) the Council set out a timetable for reviewing the Local Plan through the preparation of the Cherwell Local Plan Review and the preparation of a joint spatial plan with the Oxfordshire authorities - the Oxfordshire Plan 2050. The LDS can be viewed at https://www.cherwell.gov.uk/info/33/planning-policy/382/local-development-scheme. 
The Oxfordshire Plan will provide the strategic planning framework and evidence base to support sustainable growth across the County to 2050. It will set out the overall development requirement and identify broad areas for growth across the County. The district-wide Cherwell Local Plan Review 2040 will then establish detailed planning policies and site allocations. As work progresses on the strategic and local plans the scope of the Oxfordshire Plan may be refined.
In preparing the Local Plan Review we will need to respond to the Oxfordshire Plan’s evidence and policies as they emerge and gather information and evidence to inform local policies on matters including climate change, green infrastructure, transport, housing, health and well-being challenges, town centres and retail and economic development. It will include identification and delivery of strategic and non-strategic development sites for housing, employment, open space and recreation, travelling communities and other land uses. It will also replace the remaining saved policies of the 1996 Cherwell Local Plan.
[bookmark: _Hlk58242625]The first stage in the preparation of the Cherwell Local Plan Review was the publication, for public consultation, of a Community Involvement Paper in July 2020. This was accompanied by a ‘Call for Sites’ and a Sustainability Appraisal Scoping Report prepared by the Council’s Planning Policy Team.   These documents can be viewed at https://www.cherwell.gov.uk/info/83/local-plans/729/local-plan-review-2040---planning-for-cherwell-to-2040 .
The second stage is the publication, for public consultation, of an Options Paper in September 2021. This was accompanied by an HIA Scoping Report, prepared by the Council’s Planning Policy Team, in collaboration with Oxfordshire County Council’s Public Health Team.
PROJECT BRIEF/SCOPE
Purpose
As part of the development of the Plan, Cherwell District Council has proposed that healthy place shaping principles should be embedded within it.  To support this objective, it has been agreed to complete a Health Impact Assessment of the Plan.  This reflects the strong and growing evidence base that suggests that the built environment, transport and housing have a profound impact on health.
The main aims of carrying out an HIA on the Local Plan are:
· to ensure that health and wellbeing impacts are considered in all aspects of the Plan. Impacts should include social, economic and environmental determinants of health.
· to clarify which determinants of health and wellbeing should be focused upon to help shape healthy communities in Cherwell and what indicators should be reported on by whom and when.
· to make specific recommendations to ensure that the Plan consistently seeks to maximise health and wellbeing benefits and minimise any harms. This should include identifying barriers to accessing facilities and services (e.g. public transport) and recommending mitigating action. The recommendations should be prioritised and recognise the importance of addressing health inequalities.
· to develop local understanding of the HIA process and building knowledge capacity through engagement of relevant stakeholders.  This is in line with Elliott et al’s definition of Health Impact Assessments (2010) which emphasise the need for engagement with stakeholders.[footnoteRef:1] [1:   ‘...a process through which evidence (of different kinds), interests, values and meanings are brought into dialogue between relevant stakeholders (politicians, professionals and citizens) in order imaginatively to understand and anticipate the effects of change on health and health inequalities in a given population’.

https://www.publichealthnetwork.cymru/en/topics/health-impact-assessment/
] 



Objectives
The Health Impact Assessment is required to achieve the following objectives:
Stage 1: Setting the context and objectives, establishing the baseline and deciding on the scope
This stage has been prepared by the Council’s Planning Policy Team and is available to view https://www.cherwell.gov.uk/info/83/local-plans/729/local-plan-review-2040---planning-for-cherwell-to-2040 
Stage 2: Prepare the final report of the Comprehensive HIA
This should include
· A review of emerging options, including reasonable alternatives
· Evaluate the likely effects of the Local Plan and alternatives
· Consider ways of mitigating adverse effects and maximising beneficial effects; and
· Propose measures to monitor the significant effects of implementing the Cherwell Local Plan Review 2040.
Requirements
The successful bidder must have suitably qualified and experienced personnel to undertake the commission.
The successful bidder must liaise with other consultants involved in the plan making process, in particular the consultancy involved in undertaking the Sustainability Appraisal to ensure that the SA and HIA align with each other.
Separate HIA reports to accompany the Cherwell Local Plan Review Draft Plan (Reg 18), Proposed Submission Plan (Reg 19) and final report for submission to the Secretary of State will be required. Depending on the Plan stage this should be a comprehensive assessment of the options, policies and sites, taking in to account any changes that have taken place, to inform a clear audit trail of decision making and demonstrating how the HIA process has engaged with and influenced the Local Plan Review’s development. This will include:

· Determining the general approach to the HIA for the reports
· Review of Baseline information from Stage 1 and update
· Review of key health issues and likely evolution without the Plan
· Assessment of Plan Objectives and options 
· Response to HIA related representations received during each stage of public consultation
· Assessment of Plan policies to identify if they will support delivery of improved health and wellbeing
· Conclusions and Next Steps

The final report for submission must include information on the scoping and option testing stages, such that the final report presents a comprehensive record of the overall HIA process, plus an Executive Summary in the form of a Non-Technical Summary; and the final appraisal should include an assessment of any significant changes to the Local Plan Review following consultation on the draft and pre-submission versions or the Inspector’s recommendations.
Retained Services
The Council may also require possible retained services for supplementary work, including support at the Local Plan EiP, should expert advice be required further to the commissioned work.
1. Process and Procedures
Interested consultants are asked to submit a proposed methodology that will provide an effective, efficient process that represents value for money, and which meets the requirements of the project timetable.  The HIA must be capable of withstanding close scrutiny and formal Examination.
The proposed methodology should  be based on best practice particularly  PHE’s  Health Impact Assessment in spatial planning A guide for local authority public health and planning teams, October 2020 https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/929230/HIA_in_Planning_Guide_Sept2020.pdf 
The submission should set out the number of meetings required.  Details and timings of meetings and arrangements for progress reports will be agreed at the inception meeting.
The most recent data sources should be used.  CDC and OCC officers can help with information sources, but the consultant will be expected to locate, analyse and present the information.  Maps, figures and diagrams should be used where appropriate.  
The methodology should be explained, and the reports written so that it is easy to understand.  Any limitations and difficulties encountered should be explained.  
Format of Outputs 
· Draft reports – electronic copy
· Final draft reports including an executive summary – electronic copy
· Final reports including an executive summary – 2 hard copies of each and an electronic copy, in addition to any GIS outputs from the work.

The reports should be presented in a clear, transparent, fully accessible, and readily usable format aimed at providing logical and sequenced understanding as to how conclusions have been reached with supporting appendices as required. Accompanying tables and map-based information should be clearly cross-referenced. The use of interactive mapping is desirable.
Alongside the final report, all GIS extents will need to be provided in an appropriate format.  The data will need to be returned in ESRI shape file format for use with ArcMap.
The Council will hold copyright of both printed and electronic material produced.
Any use of the Authority’s Ordnance Survey mapping, or data derived from it will be subject to the signing of a Contractor’s Licence. 

Schedule 2

Finance 

1.	General 

For the performance of the Services, the Service Provider shall be paid the Contract Price as set out in this Schedule 2. 


PAYMENT PROCEDURES AND PROMPT PAYMENT DISCOUNTS 

Unless otherwise agreed, the contract for the study will be paid on a staged payment basis as follows:

Stage 2a (draft plan)
[bookmark: _Hlk66281378]33% of the price payable for this stage at agreement of the brief and fee proposal, a further 33% upon receipt of a consolidated invoice following completion and receipt of an acceptable second draft report.  The invoice should state full details of order numbers and the items/services provided.  The remaining 33% will be paid upon receipt of a consolidated invoice following completion and receipt of an acceptable final report, and the sign-off of the report by the Council.

Stage 2b (pre-submission plan)
33% upon receipt of a consolidated invoice following completion and receipt of a first draft report. A further 33% upon receipt of a consolidated invoice following completion and receipt of an acceptable second draft report.  The invoice should state full details of order numbers and the items/services provided.  The remaining 33% will be paid upon receipt of a consolidated invoice following completion and receipt of an acceptable final report, and the sign-off of the report by the Council.

Stage 2c (submission plan)
33% upon receipt of a consolidated invoice following completion and receipt of a first draft report. A further 33% upon receipt of a consolidated invoice following completion and receipt of an acceptable second draft report.  The invoice should state full details of order numbers and the items/services provided.  The remaining 33% will be paid upon receipt of a consolidated invoice following completion and receipt of an acceptable final report, and the sign-off of the report by the Council.

Payment of the price payable by the Council for the Goods/Services and any VAT shall be due within 30 days of the date of the contractor’s invoice.




Appendix 2 - Contract Conditions


The conditions governing any contract awarded under this RFQ are set out in Appendix 2 Contract Conditions



PART B – REQUEST FOR QUOTATION

[bookmark: _Hlk64274238]SECTION A	MANDATORY CRITERIA (PHASE 1)

A1 BIDDER INFORMATION

A2 MANDATORY REJECTION CRITERIA

You will be excluded from the procurement process if you have been the subject of a binding legal decision which found a breach of legal obligations to pay tax or social security obligations (except where this is disproportionate e.g. only minor amounts involved). 

If you have answered “yes” on the non-payment of taxes or social security contributions, and have not paid or entered into a binding arrangement to pay the full amount, you may still avoid exclusion if only minor tax or social security contributions are unpaid or if you have not yet had time to fulfil your obligations since learning of the exact amount due. If your organisation is in that position, please provide details. You may contact the Council for advice before completing this form. 

A3 DISCRETIONARY REJECTION CRITERIA

The Council may exclude any Bidder who answers ‘Yes’. Where there is any indication that a conflict of interest exists or may arise then it is the responsibility of the Bidder to inform the Council, detailing the conflict. Provided that it has been carried out in a transparent manner, routine pre-market engagement carried out by the Council should not represent a conflict of interest for the Bidder.

A4 MANDATORY CRITERIA

Suppliers who self-certify that they meet the requirements to these additional questions will be required to provide evidence of this if they are successful at contract award stage.






SECTION B	SERVICE QUESTIONS (PHASE 2) [ 60%]


In order to progress to Phase 2 of the evaluation process, Bidders must pass Phase 1 – Mandatory Criteria (Section A).

Please complete separate attachment titled Appendix 3 Response Pack

[bookmark: _Hlk64274320]





SECTION C	PRICING SCHEDULE (PHASE 2) [40%]

In order to progress to Phase 2 of the evaluation process, Bidders must pass Phase 1 – Mandatory Criteria.

Please complete separate attachment titled Appendix 3 Pricing Document

[bookmark: _Hlk64274391]COMPLETING THE PRICING DOCUMENT

You should identify all potential cost components anticipated in your delivery of the Services described in Appendix 1 Specification. No additional costs will be considered by the Council unless these are clearly stated in your Pricing Document response.

All prices should exclude VAT.

[bookmark: _Hlk64274415]









SECTION D	ECONOMIC & FINANCIAL STANDING (PHASE 3) PASS/FAIL

In order to progress to Phase 3 of the evaluation process, Bidders must pass Phase 1 – Mandatory Criteria, and be identified as the Most Economically Advantageous Tender at Phase 2.

[bookmark: _Hlk23859100]Bidder’s financial stability will be assessed using Procurement Catalyst reports.

Documentation should be ready to submit from 25th October 2021. Where Bidders are not able to provide the information set out in a or b, the value of the contract(s) awarded may be limited.

[bookmark: _Hlk64274565]
GUIDANCE

1. Introduction
1.1. The Council will assess the potential service provider’s finances as follows; -

For tenders above the Public Contract Regulations 2015 (“PCR 2015”) threshold (£189,330 at the time of publication of this RFQ), the test will include an assessment of the finances as per section 3 below, and an assessment via Catalyst as per section 4 below.

For tenders below the PCR 2015 threshold, the assessment will be via Catalyst as per section 4 below.  If the potential service provider fails the section 4 assessment, the assessment in section 3 will be conducted. 


2. [bookmark: _Ref410136321]Financial Submission Documents
2.1. [bookmark: _Ref409438344][bookmark: _Ref418581201]There is no requirement to submit financial documents with your Tender/Bid return. The potential service provider will be asked to submit their latest 2 years audited or signed accounts[footnoteRef:2]. These must include both a statement of income & expenditure and balance sheet and be provided as a separate set of accounts for each year. See also paragraph 2.3. [2:  Financial accounts and supporting information should wherever possible be provided in English and GBP Sterling. Where this is not possible, the Council will use an exchange rate where necessary as part of the assessment of financial standing. The source of the exchange rate will usually be www.xe.com and the rate used can be notified to the potential service provider by the Council at the time the assessment is made.] 


2.2. [bookmark: _Ref409438363]Where it is not possible to submit the documents stated in paragraph 2.1 an income and expenditure account shall be submitted for the two most recent financial years and be provided as a separate set of accounts for each year1. These must either be signed by the potential service provider 's accountant or accompanied by the tax return to validate the figures. See also paragraph 2.3.

2.3. [bookmark: _Ref410026777]Where the most recent financial year end for the documents specified in paragraphs 2.1 or 2.2 is greater than 6 months prior to submission, either an interim set of accounts (which reduces the period to less than 6 months) or a statement (which either confirms no significant change or states significant changes to the finances) signed by your Financial Director, Accountant or Company Director must also be submitted. For example, if the most recent accounts submitted have a year-end date of 31 March 2016 and the submission date is after 30 September 2016 this would be required.

2.4. If the potential service provider has not been operating for long enough to have 2 sets of financial statements, the requirements are set out in section 5 below relating to new companies.

2.5. When assessing charitable or not for profit organisations an allowance will be made in the tests, particularly the profitability test. It is therefore important that this status is made clear in any submissions.

2.6. The Council may also seek further evidence of the financial viability of the organisation to inform a risk assessment to determine whether the Council can be sufficiently satisfied of financial standing. The Council’s determination of financial viability within these thresholds will be final and failure to satisfy the Council of sound financial standing will disqualify the potential service provider.

2.7. The Council will, when undertaking the assessment in section 3 and 4 below, check for any indicators that suggest there are any potential breaches of obligation to pay taxes as part of the due diligence of the potential provider’s bid.

3. Financial Accounts Evaluation
3.1. Accounts will be assessed using the below criteria for the potential service provider.
	Criteria
	Sub-Criteria
	Weighting
	Pass Mark
	Ratios

	Ratio Analysis
	Profitability
	30%
	15/30
	Gross & Net profit to Turnover

	
	Liquidity
	30%
	15/30
	Interest Cover & Gearing

	
	Gearing
	30%
	15/30
	Current Ratio & Quick Ratio

	Turnover
	10%
	5/10
	Contract Percentage of Turnover

	Total
	100%
	50/100
	



3.2.The potential service provider must score the minimum pass mark for each test in the table above and meet the criteria to pass Procurement Catalyst assessment in section 4 below. Where a company fails any of the sub criteria or the Procurement Catalyst assessment the Council will carry out further analysis and may request further information to assure itself that the additional risk this poses is acceptable.

4. Procurement Catalyst Evaluation
4.1.The Council will carry out assessment using three ratings models available via Procurement Catalyst:

· ModeFinance – MORE Credit Risk
· Zanders – FALCON Global Credit Risk
· VADIS – VadRisk

4.2.The potential service provider will be classified as financially stable if a pass rating is achieved on two or more of the models. The minimum pass ratings for each model is outlined below:

· ModeFinance – B 
· Zanders – 4 
· VADIS – 6  

4.3. A potential service provider not achieving a pass rating on two or more of the models due to fail ratings or unavailable ratings will be subject to the assessment in section 3. 

4.4. Please note that this company check is not a credit check search and will have no impact on your credit rating. The Council reserves the right to carry out company checks on your company throughout the life of this contract.

4.5. Please refer to the attached guides for more information on each model.





5. [bookmark: _Ref409438336]New Organisations
5.1. For organisations with less than 2 years’ accounts available, the financial submission documentation is:
· As much of the financial documentation set out under section 2 above as possible.
· Business plans and projections for the length of the contract.
5.2. Where a new company is created as a result of a merger the financial submission documentation is:
· As much of the financial documentation set out under section 2 above as possible.
· Accounts for the remainder of the prior two years for all businesses which were involved in the merger, along with an explanation of significant accounting or operational changes.

5.3. Based on the documents submitted testing will be carried out and an analysis of the risk level to the Council considered.

6. Parent Company Guarantee 
6.1. If a company wishes to rely on the accounts of their parent company, the above requirements and tests will apply to the parent company’s accounts.

6.2. A letter from the parent company stating that they are willing to provide a parent company guarantee must also be submitted.

6.3. The parent company accounts will only be assessed where the Council deems this to be appropriate. The Council will normally rely on the accounts of the company itself.

6.4. Where a company fails to pass these tests on their own accounts they may be offered the opportunity to submit parent company accounts.


SECTION E   FORM OF QUOTATION

Please complete separate attachment titled Appendix 3 Response Pack
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Details about the MORE credit risk score by
modeFinance

Features and benefits

MORE (Multi Objective Rating Evaluation) is an assessment of the creditworthiness of a
company. It grades companies based on how well they can meet their financial
commitments. The evaluation is available for all companies in Orbis with financial data
that are not banks or insurance companies.

The MORE score has been developed by modeFinance and is based on a snapshot of the
company'’s financial health. It is independent from the financial structure of the debt.

The MORE score is divided into in four categories:

e Healthy companies

e Adequate companies
e Vulnerable companies
e Risky companies

Within these four categories there are ten subclasses, for more details see the table
below.

The MORE model

The MORE score is calculated using a unique model that references the company’s
financial data to create an indication of the company'’s financial risk level.

The scores are comparable across countries - two companies from different countries
with the same score have the same creditworthiness.

Probability of default and level of confidence

In addition to the MORE score, modeFinance also estimates the probability of default and
provides a level of confidence.

Probability of default
Level of confidence

Note: probability of default and credit limits are not available for banks

MORE Credit Limit

https://orbis4.bvdinfo.com/version-2020724/orbis/1/Companies/Tools 1/5
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MORE Credit Limit is the estimation of the amount of maximum credit that is possible to
assign on a commercial relationship with the analyzed company with an outlook of one
year. For each company, modeFinance utilises the following parameters to determine the
limit:

e Size;

e Years in Business;

e Average number of suppliers;

e Liquidity of the company and the comparison with its sector;
e The funds dedicated to be paid to suppliers;

e The likelihood that a company may pay its debts in the next 12 months (MORE
Evaluations).

As such, the credit limit of each company is determined by the total cost of its suppliers
divided by the number of major suppliers corrected by the parameters listed above.

Notes:

e No credit limit is given for companies with an extremely low MORE score (CC-C-
D evaluation classes). For such companies, a credit limit of 0 is assigned.

¢ Additionally, when a company’s shareholders funds are negative, the credit
limit is forced to 0.

e For some companies, there is not enough data available to be able to compute
the credit limit (e.g. companies with NRF, LF or NF consolidation codes). For
such companies, the following message is displayed: “There is not enough
financial information on this company to provide a credit limit”.

e The model fixes the maximum credit limit for a company to 50 million euros. If
based on data available on Orbis, a company'’s credit limit exceeds this 50
million euros limit, the following message is displayed: “This company has the
maximum credit limit”. However modeFinance can be contacted with
additional information about the company to compute a more detailed credit
limit value if necessary.

e Credit limits for entities filing in banks and insurance companies template
format are never calculated.

MORE scores in practice

The MORE scores are integrated into the Orbis database so users can view them in each
Orbis report as well as incorporating them into their searches and analyses.

Users benefit by being able to:

e Evaluate the financial health of each company on Orbis using both the MORE score
and the probability of default.

https://orbis4.bvdinfo.com/version-2020724/orbis/1/Companies/Tools
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e Establish the most creditworthy companies in chosen markets/regions.

e Compare the financial risk posed by companies operating in the same sector and
country or across sectors and countries.

e Analyse the financial characteristics of a specific sector, region, country or user-
defined peer group.

Rating category MORE score
Healthy companies AAA

AA

A
Adequate companies BBB

BB
Vulnerable companies B

CCC
Risky companies CC

D

MORE scores - ratio definitions

Some of the MORE score influencing ratios apply specifically to corporates, while some
apply to banks.

Ratio

Solvency ratios

Leverage ratio: measures the level of total liabilities of the company in
comparison with equity

v

Assets to debt: indicates company'’s solvency. The company shows a level of
deficit when the value of this ratio is under one unit

Financial ratios

Fixed assets coverage ratio: only for holdings, it measures the capital
structure i.e. whether a company covers the fixed assets with long term
capital.

Liquidity ratios

https://orbis4.bvdinfo.com/version-2020724/orbis/1/Companies/Tools 3/5
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Ratio

Current ratio: measures whether a company has sufficient short-term
assets to cover its short-term liabilities.

Quick ratio: compares current liabilities only to those assets that can be
readily turned into cash.

Cash conversion cycle (CCC): indicates the measure of the commercial
credits, commercial debts and stokes in comparison with similar corporates
that operate in the same sector.

Profitability and economic ratios

Return on investment (ROI): measures the profitability of company
investments without regard to the way the investment is financed.

Return on equity (ROE): measures the profitability of the equity.

Return on assets (ROA): measures the profitability of total investments
without specification of asset’s class.

Asset turnover: indicates the investments turnover with regard to sales. The
level assumed from the ratio depends on the sector in which the company
operates.

Profit margin: indicates the profitability of the sales.
Interest coverage ratio

Interest paid coverage: indicates the ability of the company to cover interest
expenses through the economic margins (Gross profit and EBIT) and
through the cash flow from operating activities.

Capitalization ratio

Total capital ratio (TCR): expresses the bank’s own capital as a percentage of
its risk-weighted assets. It's one of the Basel Committee’s principal ratios.

Asset quality ratios

https://orbis4.bvdinfo.com/version-2020724/orbis/1/Companies/Tools
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Ratio

Loan impairment charge weight: compares annual loans’ impairment
charge with total assets. It's used to know the non-performing part of a
bank’s assets accounted in the single year.

Impaired loans ratio: indicates the weight of all non-performing loans on
total assets. This ratio explains the overall quality of a bank’s assets.

Efficiency ratio

Cost on income: measures the weight of operating costs on operating

revenues. It's useful to know the efficiency of a bank in its operating activity.

Additional information

For more information on the MORE model, click here (PDF/27 pages)

https://orbis4.bvdinfo.com/version-2020724/orbis/1/Companies/Tools
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Details about the FALCON counterparty risk
score by Zanders

Introduction

This section provides a description of the global credit risk model FALCON, which is
embedded in the Financial Strength Module of Orbis. FALCON is available to users with a
subscription to the Financial Strength Module.

FALCON is based on the financial data available from the Orbis database. This data is used
for the model's underlying industry segmentation, variable weights and scoring
parameters to determine a Counterparty Risk Score (CRS) for a company. The CRS
corresponds to a Probability of Default (PD) within one year for a company.

For example a company with a CRS 5 receives a PD of 1.01%, irrespective of the country or
industry in which the company operates. Paragraph 2.4 shows the FALCON PD Scoring
Master Scale with all scorings and associated PDs.

The PD model output can, in combination with the Zanders EAD LGD model, be used for
IFRS 9 impairment calculations based on Expected Credit Loss.

The model has been developed by Zanders, in close co-operation with Bureau van Dijk.
The following sections describe the main features and background of the model.

Scope of the model

FALCON is able to score companies across a vast range of industries. Sovereigns, financial
institutions and public sector entities are not included in the model’s scope.

Scores are based on the available financial data of a company. Companies receive a score
when financial statements of at least two years are available. In case the last available
financial statements are three years old, the company will still receive a score but the user
will be notified that the score is based on old financials. In case the financial statements
are older than three years, companies will not receive a score as the financial information
is outdated and therefore considered irrelevant for the determination of the expected
likelihood of default within one year. FALCON also assigns scores when certain financial
information is not available and some of the model's variables cannot be calculated. In
this case, FALCON applies a missing value methodology so that such companies can still
receive a score.

Note that a company does not need to be currently operational to receive a score from
FALCON. The company'’s legal status (listed by Bureau van Dijk under “company status”)
does not influence the scope of FALCON. If Orbis contains financial information of a
company, that information can be used to generate a score, even if it is listed as “inactive”.
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Special conditions apply to companies with the status of “Bankruptcy” or “In liquidation”.
In these cases, the company automatically receives the score D, which signifies companies
in default.

Scoring philosophy

The scoring philosophy underlying the FALCON model is characterized by a hybrid
approach. This is a blend of the following opposite approaches to assess default risk:

e Through-the-cycle (TTC) scoring systems measure default risk of a counterparty
taking permanent factors, like a full economic cycle, into account based on a worst-
case scenario. TTC scorings change only if there is a fundamental change in the
counterparty’s situation and outlook.

e Point-in-time (PIT) scoring systems measure default risk of a counterparty taking
current, temporary factors into account. PIT scorings tend to adjust quickly to
changes in the (financial) conditions of a counterparty and/or its economic
environment.

In practice, the difference between TTC and PIT scoring models is a gradual one. The
majority of scoring models are based on a hybrid blend of both, seemingly opposing,
philosophies.

FALCON is also based on a hybrid blend of the two philosophies. It relies on expert
derived variables that are chosen because of their long-term predictive value, which
makes the model TTC. These variables and the weights that they receive in the model are
optimized in a statistical manner. This gives the model a PIT character. On the balance,
FALCON's statistical characteristics, with an extensive focus on recent financial statements,
makes the model more PIT than TTC.

Scoring methodology

FALCON provides companies with a CRS. The scoring scale ranges from 1 (weakest) to 10
(best). The calculation of the score is based on several quantitative variables.

The model calculates a scoring by assigning weights and scores to these variables, or
financial ratios, of a company. Ratio scores are, among others, based on the values of the
financial ratios of a company compared to its industry peer group. The weights together
with the scores lead to a total score which translates into a rating through a mapping
table. After taking country risk into account, the CRS results are computed.

CRS PD (%) PD band (%)

Description
Rank Class PD lower upper
10 A 0.06% 0.00% 0.14%  Strong

9 BBB1T 0.19% 0.14% 0.24% Good
8 BBB2 0.29% 0.24% 0.36% Good
7 BBB3  0.44% 0.36% 0.54%  Good
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CRS PD (%) PD band (%)
Description

Rank Class PD lower upper

6 BB1 0.66% 0.54% 0.82%  Sufficient
5 BB2 1.01% 0.82% 1.27%  Sufficient
4 BB3 1.61% 1.27% 2.08%  Sufficient
3 B1 2.75% 2.08% 3.73% @ Weak

2 B2 5.21% 3.73% 7.52%  Weak

1 C 19.86% 7.517% Very weak
D - - - - Defaulted

Scale

The scores on the individual risk drivers are shown on a 10 to 1 scale, where 10 is the
strongest score, and 1 is the weakest score. The link between the individual risk driver
scores are the color mapping are shown below.

0 o Y

(%)
20
16
12

o

A BBB1BBBZBBB3 BB1 BBZ BBS Bl B2 C

Quantitative analysis

The Credit Risk Score (CRS) produced by FALCON is calculated in three steps, as shown in
the figure below. These steps will be described in the next paragraphs.

Quantitative variables

The model calculates scorings based on the following quantitative variables:
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Referenee Variable
Operations and liquidity

R1 Turnover growth
Ro Return on sales
R3 Current ratio

Ra Debtor days

Capital structure

Rsg Gearing

Re Solvency

R7 Tangible net worth
Debt service

Rg Interest coverage ratio
Rog DEBT/EBITDA

Table 2 - Financial ratios

The ratios in the table above have been chosen based on their correlation with default,
their mutual correlation, and their discriminatory power. This is illustrated in the figure
below, where ratio R1 has more discriminatory power than ratio R2. The box plot shows
that there is a clear difference between ratio R1's scoring (vertical axis) of non-defaulted
companies compared to defaulted companies (the bottom and top show the 5th and 95th
percentile of the scores in the considered sample). For ratio R2 non-defaulted companies
and defaulted companies both have similar scores. This means that R2 has less
discriminatory power than R1.

More discriminatory power  Less discriminatory power

100 1 & R1 100 4 R2 a I5th percertile
BED - B0 A 1 = izan
* Tth percertil=
60 - 60 -
40 - 40 - T
Z0 - Z0 -
o T . T 1 o T T 1
Mz Def. Mondef. Peliz Def. MNondef.

If one of the elements in the calculation for a ratio is not available, a correct value of a
ratio cannot be calculated. In this case, the specific ratio automatically receives a
predetermined score. Missing values are usually related to information which is not
available in the database; for example a company has decided not to publish certain
figures. This is often true for cost of goods sold figures, as they could give competitors
valuable insights into a company’s business model.
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Ratio score

The ratio score is based on a company’s performance on that specific ratio compared to
the performance of the company’s industry peer group. It is calculated by inserting the
ratio value into the ratio scoring function. To be able to calculate an appropriate ratio
score, peer groups are based on:

e The size of the corporate’s turnover.

e The industry in which the corporate operates.
Turnover

Based on a company’s turnover, the entity is categorized as SME, large corporate or very
large corporate. Each size category has its own industry specific ratio scoring functions
because of their specific behavioural characteristics. The size criteria are shown in the
table below.

Criterion (in EUR mIn) Size
Turnover <10 SME
10 <Turnover <100  Large

Turnover > 100 Very large

Scoring table selection (in Millions EUR)
Industry

FALCON distinguishes 19 different industries, as shown in Table 3. These industries are
based on NACE rev. 2 codes, which are present in Orbis. It should be mentioned that from
industry K, only sub-code K64.2 (“holding companies”) and sub-code K64.3 (“Trusts, funds
and similar financial entities”) are in the scope of FALCON. If a company’s NACE rev. 2 code
is not within the ranges of the table, its industry is outside the scope of the model. This
means no CRS is calculated and a notification is given.

Industry Description

A Agriculture, forestry and fishing

Mining and quarrying

Manufacturing

Electricity, gas, steam and air conditioning supply

Water supply; sewerage, waste management and remediation activities
Construction

Wholesale and retail trade; repair of motor vehicles and motorcycles

T & m m O N W

Transportation and storage

Accommodation and food service activities
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Industry Description

J Information and communication
K1 Holding companies
K2 Trusts, funds and similar financial entities
L Real estate activities
M Professional, scientific and technical activities
N Administrative and support service activities
Q Human health and social work activities
R Arts, entertainment and recreation
S Other service activities
Industry segments

Analysis of the data per variable and per industry shows that specific variables, e.g. the
interest coverage ratio, behave differently over different types of industries. This is due to
the different nature of each industry. Since they vary between different industries, it is
essential to estimate specific scoring functions to best fit actual variable behavior. This is
done using Ordinary Least Squares and Maximum Likelihood Estimation as regression
techniques. However, each variable shows consistent behavior across the different
industries, meaning that the type of function for a specific variable is the same for each
industry. Only the parameters are different. The ratio score per variable is calculated
based on the industry specific scoring function. The model distinguishes three different
ratio value scoring functions, as shown in the table below.

Type Formula Parameters

Formulal ~ _ 1 (1), c(2)
Yo I¥ M- =

Formula2z  y=1— #0)== (1)

Formula3  y= 1)+ «(2) x x c(1), c(2)
Ratio value scoring functions

For example, a company with a turnover of EUR 160 million (very large) is active in
industry B, Mining and quarrying. For ratio R11 scoring function Formula1 is applicable,
because research has shown that this formula gives the best fit to the data. This choice of
formula is independent of the industry the company operates in. To evaluate R11 for a
company in a different industry, the same formula would be used, albeit with different
parameters.

To illustrate the importance of a best fit of the data, the figure depicted below, consists of
three lines:

e the actual graph of all interest coverage ratios in a specific industry (their values are
on the vertical axis and their rankings from low to high are on the horizontal axis),

e the estimated function (Formulal) and an
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e approximation of the actual line using linear interpolation.

The figure illustrates that both Formula1 and linear interpolation closely approach the
actual data for 60% of the entire graph between the 20th and 80th quintile. However, in
the upper and lower tail linear interpolation does not result in an appropriate score. This
is not acceptable, since it is in the tails where the most extreme events and defaults occur.
Therefore, Formula1 is preferred to the method of linear interpolation.

F1

"2
wh
A A
Ralo Value

—— Acimsl === Farultl o= Linear nterpaiaton

Estimating a proper scoring function

Missing values

If one of the elements in the calculation of a financial ratio is not available, no ratio value
can be calculated. In this case, the specific ratio automatically receives a predetermined
score. Missing values are usually related to information which is not available in the
database. For example, since a company has decided not to publish certain figures.

Furthermore, the following conditions must be satisfied when calculating a rating, as the
rating should be based on information as actual and complete as possible:

Financial statements of one of the last two book years must be available (e.g. in
2016 year-end 2014 or 2015 must be available).

It is necessary to have enough data to calculate at least five or more ratios. If this is
not the case, no score will be given and the observation “Insufficient financial
information” is stated.

Country risk

After a counterparty’s initial CRS has been determined, the overriding factor Country Risk
can result in a downgrade of a counterparty’s scoring.

Country risk is determined by OECD classification. Here, eight country risk categories are
distinguished (categories 0-7), where 0 implies no risk and class 7 implies high risk.
Depending on the country risk level, the score of a company registered in a specific
country can be downgraded. The country risk adjustment serves only to indicate extra risk
because of a company'’s location. This means that only downgrades are possible in this
step.
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FALCON - Model Validation

Scoring models can be considered as classification tools as they rank companies based on
their financial strength and PDs within one year. For validation purposes, several
extensive statistical analyses were executed. Therefore, counterparties were divided into
two categories:

e Counterparties that defaulted within a time horizon of one year.
e Counterparties that did not defaulted within a time horizon of one year.

When validating scoring models, it is important to have an appropriate testing sample.
The sample used for this validation consists of over 25,000 companies. These companies
represent all size, industry and geographical categories and contain a representative
mixture of defaulted and non-defaulted companies. The sample has been compiled to be
as representative for all companies as possible and is therefore appropriate for back-
testing, like determining the model’s discriminatory power.

This chapter describes the distribution of CRS assigned by FALCON over the sample
companies, as well as the model’s discriminatory power.

Scoring distribution

The figure below shows the FALCON score distribution across the CRS ranks. The green
bars show the percentage distribution of the total sample categorized into a particular
scoring class. The red bars show the percentage of defaulted companies compared to the
total companies classified within a particular scoring class. Consider for example scoring
class 1: approximately 11% of all companies (green bar) were assigned a 1 scoring. In this
scoring class, 9% of these companies went into default (red bar).

20% 1
15% 1

10% 1

S e maaaa B G Bl B s
0% — — N | . I

10 G ] 7 6 = & 3 2 1
All companies| 0% 2% 3% 12% 14% 16% 16% 13% 9% 11%
Default %% %% %% 1% 1% 1% 1% 3% 3% &%

FALCON scoring distribution in test sample

The distribution shows a smooth consistent pattern, and reveals the model's
discriminatory power as defaulted companies are categorized in the weaker rating classes
(skewed to the right).

Discriminatory power
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Discriminatory power is the capability of a scoring model to predict a company’s future
state as default or non-default. A common statistical measure to investigate the
discriminatory power of a scoring model is the Area-Under-Curve (AUC), which varies
between 0.5 (no discriminatory power) and 1 (perfect discriminatory power). Note,
however, that a score of 1 does not mean a model is perfect. A score of 1 would mean
that all defaults are in the lowest scoring category. As the other scoring categories have
positive PDs, some defaults are expected in each category.

The AUC of the sample above is 0.78, which is considered good to very good. This statistic
provides an indication of the overall scoring performance of the model. The curve below is
constructed by plotting the cumulative percentage of defaulted companies (vertical axis)
against the cumulative percentage of rated counterparties prior to default (horizontal
axis: scorings ranked from very weak to strong) as shown in the figure below.
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Discriminatory power

The curve shows that 70% of the defaults occur in about 25% of the counterparties with
the lowest credit quality. This demonstrates the model's strong discriminatory power: the
steeper the curve rises at the beginning, the more discriminative the scoring system.
When a scoring model has no discriminatory power, the cumulative percentage of
defaulters increases proportional to the cumulative percentage of counterparties, i.e. the
curve is simply a diagonal line.

FALCON Credit Limit

This section briefly describes the FALCON Credit Limit (FCL) part of the Financial Strength
module. The FCL is based on the CRS which is generated by the FALCON model. The FCL is
determined in two steps with seven components:

STEPS COMPONENTS

| Initial FCL

1 Counterparty Risk Score
2 Shareholders funds

3 Turnover
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STEPS COMPONENTS

Il Final FCL

4 Working capital

5 Number of years since incorporation
6 Outdated financials

7 Final cap

This section describes the steps that lead to the initial and final FCL.

It should be noted that:

e Standard credit limits should be considered as guidelines and do not replace
human judgment.

e In case a company has not been assigned a credit limit, it is still possible that the
company is creditworthy.

e (Collateral is not taken into account.

Step I: Initial FCL

The initial FCL is determined as the average of the two limits that are derived from the
financial items Shareholders funds(SHFD) and turnover. The limits are computed as a
percentage of the individual components. The standardized percentages are dependent
on the CRS of the company. A higher CRS indicates lower credit risk and therefore,
generally, results in a higher credit limit.

Note that the limits corresponding to the individual components cannot be negative, i.e.
are at least zero.

Step II: Final FCL

Step Il consists of the following four consecutive sub-steps:
II.1 Adjustment for working capital
1.2 Adjustment for number of years since incorporation
1.3 Adjustment for outdated financials
1.4 Final FCL cap based on SHFD and total assets

In case step | results in zero, step Il is skipped and the FCL is equal to zero. The maximum
final FCL is EUR 20 million.

Customization FCL

The goal of the FCL is to provide users of the Financial Strength module, among others, an
indication of the potential maximum (debtor) exposure to a counterparty.

Zanders can be contacted for additional information about a credit limit, if necessary. This
can be applicable when, for example, a higher credit limit is required or when there is no
FCL available.
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Depending on the user’s risk appetite the standard FCL can be customized to the user’s
needs. If this is the case, please contact Zanders. This customization will be built in Excel,
and can be offered in two ways:

1. Basic customization: adjustment of the parameters used in the FCL

2. Advanced customization: extend methodology by adding new components.

Please note that additional information and customization of the model can incur costs.
For details, please contact Zanders.

Notifications

Next to the rating output in Orbis, a notification box displays simple notifications for
certain scenarios. The table below shows:

1. Observation: what kind of scenario is observed for which a notification should be
given.
2. Notification: what notification should be given for this scenario.

3. Notification type:

a. Warning: something is going wrong, special attention.

b. Informative: the user is informed about a scenario.

Observation Notification Notfication
type

Data is older “Note that the calculated ratio scores are based on Warning

than 2 years old data and might therefore not be reliable.”

Country code “No country risk is taken into account since no Warning

is not available  country code is available.”

Industry “The company’s industry is outside the scope of the Informative

outside the model, therefore no rating is provided.”

scope

No recent “The company'’s financial statements are older than Informative

financials 36 months, therefore no rating is provided.”

Insufficient “The company has insufficient financial information, Informative

financial therefore no rating is provided.”

information

Original “Please be aware that exchange rates are applied to Informative

currency isnot  the financial figures, since the original currency is

EUR not EUR."
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|Details about the Predictive Indicators by VADIS

VADIS Predictive Indicators: propensity to become bankrupt

The VADIS Predictive Indicator on the propensity of a company to be bankrupt (VPI Bankruptcy) is a score developed by VADIS. Using
Orbis data, it measures the likelihood of a company to declare bankruptcy in the next 18 months.

The indicator categorizes companies into different grades going from 1 (lowest propensity to go bankrupt) to 9 (highest propensity to
go bankrupt). This is done for all companies that are located in one of the fifty main industrialized countries and for which a score
can be computed when the most recent detailed financial data is available.

Note that the score can only be computed for companies when recent detailed financial information is available and if they are
located in one of the fifty main industrialized countries (see additional conditions below).

The score can take the following values:

VPI Value Definition

9 Company’s risk of going bankrupt within the next 18 months is more than 10 times the average of its country.

8 Company'’s risk of going bankrupt within the next 18 months is between 5 and 10 times the average of its country.
7 Company’s risk of going bankrupt within the next 18 months is between 3 and 5 times the average of its country.
6 Company'’s risk of going bankrupt within the next 18 months is between 2 and 3 times the average of its country.
5 Company’s risk of going bankrupt within the next 18 months is between 1 and 2 times the average of its country.
4 Company’s risk of going bankrupt within the next 18 months is between 1/2 and 1 of the average of its country.

3 Company'’s risk of going bankrupt within the next 18 months is between 1/5 and 1/2 of the average of its country.
2 Company’s risk of going bankrupt within the next 18 months is between 1/10 and 1/5 of the average of its country.
1 Company'’s risk of going bankrupt within the next 18 months is less than 1/10 of the average of its country.

This indicator is not available for all companies included in Orbis. A score may not be available for the following reasons:

e P: For the country this company is located in, (partial) scoring was canceled for performance reasons.

e Y: For the country this company is located in, no indicators modeling was possible.

e B: This company is bankrupt, no indicator had to be calculated.

e [|: This company is inactive, no indicator had to be calculated.

e F:There is no financial information available for this company, no indicators could be calculated.

e R:There is no recent financial information available for this company, no indicators could be calculated.
o U: Insufficient financial information is available for this company, no indicators could be calculated.

e L: Only limited financial information is available for this company, no indicators could be calculated.

e A: Only one year of financial information is available, no indicators could be calculated.

VADIS Predictive Indicators: Propensity to be sold

The VADIS Predictive Indicator on the propensity of a company to be sold (VPI P2BSold) is a score developed by VADIS. Using Orbis
data, it measures the likelihood of a company to be sold in the next 18 months.

Note that the indicator can only be computed for companies when recent detailed financial information is available and if they are
located in one of the fifty main industrialized countries (see additional conditions below).

The indicator can take the following values:
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VPRI

Value Assessment

A5 The company is classified in the top 2% of companies in its country having the highest probability to be sold within the
next 18 months.

A4 The company is classified between the top 4% and top 2% of companies in its country having a very high probability to
be sold within the next 18 months.

A3 The company is classified between the top 6% and top 4% of companies in its country having a very high probability to
be sold within the next 18 months.

A2 The company is classified between the top 8% and top 6% of companies in its country having a very high probability to
be sold within the next 18 months.

Al The company is classified between the top 10% and top 8% of companies in its country having a very high probability to

be sold within the next 18 months.

This indicator is not available for all companies included in Orbis. A score may not be available for the following reasons:

The company is not part of the top 10% of companies in its country displaying the highest probability to be sold.
A model is not possible for the country in which the company is located.

This company status is set to bankrupt or inactive.

There is no financial information available for the company.

There is no recent detailed financial information available for the company.

There is insufficient financial information available for the company.

Only limited financial information is available for the company.

Only one year of financial information is available for the company.

VADIS Predictive Indicator (VPI): Estimated Deal Value (EDV)

The VADIS Predictive Indicator on a company's estimated deal value (VPI EDV) is an estimate developed by VADIS. Using Orbis data, it
estimates the future deal value of companies associated with a P2Bsold indicator and is expressed in terms of a confidence interval

(in other words, it has an upper and lower bound).

This estimate is not available for all companies included in Orbis. The estimate is only available for companies associated with a
P2BSold indicator.

For companies associated with a P2BSold indicator, the VPI EDV may be unbounded for the following reasons:

Lack of reliability of the available information to provide an estimate.
Lack of available information to provide an estimate.
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